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selves, ills which prevented those same  industries in  other

countries from enjoying the common prosperity.

The increase of industrial production was not accompanied
by an inflationary rise of prices; indeed commodity prices in
most of the countries were slightly lower in 1929 than in 1924,
but the increased volume of business was financed largely by
an increase of credit. Between 1924 and 1929 commercial
bank deposits increased in the United States 42 per cent., in
Germany 64 per cent,, in Canada 23 per cent., in Belgium and
France, allowing for the change in their standards, by about
one-third.

Meanwhile nation after nation was returning to the gold
standard, each one adopting a new banking law requiring it
to keep a minimum gold reserve. The reserve of the United
States Federal Reserve Banks was well above the legal mini-
mum and there was no reason, on the score of shortage of
gold, for credit restriction in that country. French nationals
had invested large sums abroad during the fall of the franc,
and the Bank of France had taken over the proceeds in foreign
currency of these investments when their holders had sold out
after the stabilization of the franc. In January 1929 the Bank
of France began to transfer these sums to France, which set
up a serious drain of gold from London and caused credit
restriction there.

There had been unwarranted rises in the prices of industrial
securities in all countries during 1928, even in Great Britain
where production was not at a high level. In the United States
the future of most undertakings was discounted well ahead in
the price of their shares. And during the first half of 1929
production in some industries, particularly the automobile
industry, the steel industry, and the building industry, had been
increased upon extravagantly optimistic estimates of future
demand. There were signs of disequilibrium between the pro-
ductive capacity of these industries and of others whose personnel
was largely expected to absorb the increased output. Many
people, both in America and Europe, began to predict a serious
reaction from the boom, which in the stock market and in the